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INTRODUCTION 
by Vera Micheles Dean 


SINCE THE DEATH OF STALIN ON Marcu 5, 1953 the air has been 
filled with speculation about the possibility that the Kremlin 
might alter the tactics, if not the ultimate objectives, of its 
foreign policy, and that the time might soon be ripe for the West 
to negotiate with the U.S.S.R. from “situations of strength.” 
The Korean truce, signed on July 27, 1953, opened the way 
for discussions about a political conference which, according to 
the terms of the truce, had to be held within 90 days, or not 
later than October 28. And on September 2, after the Soviet 
government on several occasions had suggested a top-level meet- 
ing about Germany, the United States, Britain and France pro- 
posed that a four-power foreign ministers’ conference on the 
status of Germany, a peace treaty with Austria and possibly 
other topics be held on October 15 at Lugano. Had both of these 
projects been carried out, the 16 members of the United Nations 
which participated in the Korean war would have negotiated 
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with Communist China, North Korea and the U.S.S.R. about 
the future of Korea, a key problem of Asia, at approximately 
the same time that the three Western nations would have been 
negotiating with the U.S.S.R. about the key problems of Europe. 

While these conferences were not held according to schedule, in 
any negotiations the concrete items on the agenda—the items that 
can be the subject of actual negotiations—will be concerned pri- 
marily with disputed territories, economic assets and other aspects 
of national power and strategy. In some cases historically contro- 
versial frontiers will have to be defined or redefined. In others, 
economic advantages or loss of advantages as a result of this or 
that decision will have to be computed and weighed. And all 
decisions will be affected by speculation as to the effect any given 
settlement may have on the existing balance of power around 
the globe. 

It is with some of the principal concrete problems that may 
come up on the agenda of such negotiations as are held on Korea 
and Germany that this book is concerned. Many of these prob- 
lems are not new. They are rooted deep in the history of Europe 
and Asia and existed long before the struggle between the West 
and Communist imperialism developed after World War II. Just 
before the end of that war, in July-August 1945, the Foreign 
Policy Association published a Headline Series book, “European 
Jigsaw,” which described the principal territorial issues that 
would confront the peace-makers once that conflict was over. 
Many of these issues had been left unresolved by the peace 
treaties that brought World War I to an end, and it is sobering 
to note that the list of friction-points drawn up in 1945 strongly 
resembles the list which must be drawn up in 1953. The Saar, 
Trieste, Eastern Europe, the Balkans, the Baltic, Austria, even 
the role in Europe of a strong and united Germany, still call for 
long-term settlement. And the same thing holds true of Asia. 
There, particularly, the future of Korea, which in the early years 
of this century had been a pawn in the struggle for power be- 
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tween Russia and Japan, is again at stake, and again the rela- 
tions of Russia, China, Japan, and the United States and Britain, 
not to mention other interested nations, are up for readjustment. 

While negotiators must, perforce, deal with issues that are 
negotiable—that is, tangible issues such as territories and eco- 
nomics—it would of course be wholly unrealistic to assume that 
these are the only factors at stake. In any international con- 
ference the intangibles of national psychology, of fear and hope, 
of ambition and insecurity, although invisible, make themselves 
felt around the green table. It is difficult, however, to pinpoint 
these intangibles, to put them into charts, graphs or maps, or 
even to list them in a way that both sides in a war, hot or cold, 
would regard as fair and adequate. No attempt, therefore, is 
made in this book to delve into the views either the non- 
Communist or the Communist nations hold about the world as 
it is today. The reader of the Headline Series is already familiar 
with these views, which have been presented in previously pub- 
lished books on various aspects of world affairs and which are 
the daily grist of the newspapers and the radio. 

Nor does this book discuss the many complex problems which 
cause controversies between the West and the U.S.S.R., notably 
in the Middle East, Africa or Southeast Asia, but have not 
emerged in a form that would make it possible to place them 
on an agenda for negotiations. Many of these problems would 
be eased by a general decrease in international tensions. Others 
are due less to world conflicts than to internal conditions which 
are regarded as “domestic” and would not be subject to nego- 
tiation. The major controversial issues in the United Nations, 
such as international control of atomic and other “unconven- 
tional” weapons and the veto power, are also outside the scope 
of this book. Important as these issues are, they are not at present 
slated for discussion at either of the two proposed conferences. 
As in the case of the problems of the Middle East, Africa and 
Southeast Asia, settlement of the issues pending before the 


5 


tater tt ee 

















United Nations would obviously be greatly facilitated by any 
agreement that may be reached to ease or end the cold war. 

Some observers of the international scene believe that to dis- 
cuss such questions as the reunification of Korea or Germany, 
or the status of the Saar and Trieste, is to put the cart before 
the horse; that it will prove impossible for the opposing nations 
to arrive at any territorial or economic arrangements until they 
reduce or relinquish armaments, withdraw from the military 
positions they now occupy in Europe and Asia, create new pat- 
terns of integration such as that proposed for the European 
Defense Community, or give reliable guarantees of each other’s 
security, as suggested by Prime Minister Sir Winston Churchill, 
German Chancellor Konrad Adenauer and Adlai Stevenson, 
defeated Democratic candidate for the Presidency of the United 
States, who have proposed that EDC in Western Europe be 
balanced in Eastern Europe by a new Locarno or other arrange- 
ments for the security of Russia. 

These and many other elements must of course be borne in 
mind as we study some of the practical problems that would 
face the negotiators at forthcoming conferences. After examin- 
ing these problems, the reader can explore further their im- 
plications and possible future repercussions by making use of 
the discussion guide, accompanied by reading and visual aid 
suggestions and a special project, which will be found on page 52. 
This guide, a new feature of the Headline Series, is designed to 
help the reader reach his or her own conclusions on the major 
problems of our times. 














The Issues in 
Europe 





by William W. Wade 
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In 1919 DURING SLIGHTLY LESS THAN SIX MONTHS delegates from 
27 nations hammered together the Treaty of Versailles. In the 
months that followed, several other treaties were negotiated, 
completing the peace settlement of World War I. 

Viewed from today’s vantage point, the Treaty of Versailles, 
for all its admitted imperfections, seems to have had one great 
virtue—it represented peace-making at an incredibly swift pace. 
In 1953, eight years after the close of World War II, the map 
of Europe has yet to be drawn definitively by the victors at the 
conference table. Instead it has been fixed by events, by the facts 
of military power. In Germany there are now two states, and 
the zonal demarcations fixed by the occupying armies at the end 
of the war have taken on the character of international frontiers. 
Peace treaties for both Germany and Austria are still at issue. 
Former enemy states with which peace treaties have been con- 
cluded—Italy, Finland, Hungary, Rumania and Bulgaria—remain 
outside the United Nations and are yet to be fully accepted by 
the international community. A statute for the Free Territory 
of Trieste has not been implemented. The peace settlement for 
Europe is a half-finished structure, in constant danger of crum- 
bling before ever being completed. 

While some of the contrasts between the Versailles pattern 
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and the modern Potsdam-London-Moscow-Paris-New York cycle 
of meetings were the result of calculated policy, few observers 
were prepared for the eight years of diplomatic wrangling that 
have gone by without a general settlement. 

What went wrong? Most Americans—and most of the citizens 
of other nations—know that the deep cleavage between East and 
West, in particular between the United States and the Soviet 
Union, is responsible for the delays and disagreements of the 
peace settlement. No sooner had the might of Nazi Germany 
been crushed than a new power struggle got under way. Complex 
and numerous though the details are, there is a broad Western 
consensus on the nature of its origins. Communist coups in 
Eastern Europe, the maintenance of the Red Army at a high 
level in contrast to Western demobilization, the threat posed by 
Communist activities in the Greek civil war and the internal 
politics of France and Italy, the hostility of the Soviet Union 
and its satellites in the United Nations and elsewhere—all these 
added up to a challenge which the West could neither ignore 
nor appease. In short, a cold war moved in on the heels of World 
War II. The problem of peace today is no longer a matter at 
stake between victor and vanquished but a mixture of complicated 
disputes arising from conflicts both hot and cold. 

What of the future? The Soviet Union, in a statement pub- 
lished by the Communist party in Pravda on April 25, 1953, 
declared that it was ready for “serious, business-like discussions” 
of outstanding issues in Europe and elsewhere. Diplomatic notes 
have been traveling back and forth between Moscow, on the one 
side, and Washington, London and Paris, on the other, at an 
accelerated pace. There has been talk of nonaggression pacts for 
Western and Eastern Europe. Face-to-face negotiations may fol- 
low. If they occur, what will the agenda for Europe look like and 
what are the dominant factors that may shape the outcome? 


The German Problem 
Although it may not prove to be the first subject of discussion 
at the conference table, the problem of Germany ranks first in 
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importance in European diplomacy and has a bearing on most 
other unresolved disputes. The essence of the matter is that 
Germany has become a prize, fought over by East and West as 
each seeks to achieve conditions most favorable to its own in- 
terests and security. 

If the problem had been simply one of control—of keeping 
the warlike inclinations of the German nation in check through 
the efforts of a group of like-minded, peace-loving neighbors— 
then the denazification, dismantling, decartelization and democra- 
tization set forth as the policy of the victors in 1945 might have 
borne fruit. The utter defeat of the Hitler regime made Germany 
as malleable as a surrendering state can ever be. 

But the victors were not like-minded; they were not equally 
peace-loving—or, at least, they came to define that term in vastly 
different ways. And perhaps no state is ever so malleable, even 
in defeat and ruin, that its future can be fixed by outsiders. 

As the years went on, the East-West dispute was only one of 
the dominating aspects of the German problem. Another was 
France’s long-standing, understandable quest for security. And 
increasingly it became apparent that no solution would ever 
prove workable without taking into account the desires and 
needs of the German nation itself—a factor that has more and 
more shaped the situation as it stands today. 

The continuance of the cold war inevitably brought up the 
question of German rearmament. In attempting to forge de- 
fenses for Western Europe, the North Atlantic Treaty Organi- 
zation (NATO) partners debated, first, whether Germany was 
to be rearmed and then how rearmament should be carried out. 
While these discussions were taking place, the Communist leaders 
of the East German regime created a sizeable military organiza- 
tion in the guise of a police force. The Western decision was 
to create 12 German divisions, relying on the expectation that 
the European Defense Community (EDC), of which West Ger- 
many was to be a member, would exercise control of the German 
military units. 

An agreement embodying the EDC arrangements was signed 
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in May 1952, together with a peace contract between the Western 
powers and the Federal Republic’s government at Bonn. The 
peace contract was an instrument designed to take the place of 
a full-scale peace treaty until such time as East-West agreement 
makes that elusive document feasible. Both the EDC treaty and 
the peace contract need the ratification of all the signatories 
before going into effect. As of October 1953, the United States, 
Britain and the Federal Republic had ratified, but France and 
Italy, still doubtful about the pacts, had not yet approved them. 

Throughout these developments efforts to formulate a peace 
treaty for Germany in accordance with the procedure charted 
at the Potsdam conference failed completely. ‘The Council of 
Foreign Ministers of the Big Four—the United States, the Soviet 
Union, Britain and France—held its last meeting in 1949. Repre- 
sentatives of the four powers could not even agree on an agenda 
for a new session in 1951. In the last four years their dispute has 
been carried on in a succession of notes between Moscow on the 
one side and the three Western capitals on the other. Only after 
Stalin’s death has the prospect of renewed meetings been revived. 


Germany's Strategic Position 


The overwhelming reason for this deadlock is the strategic 
importance of the German nation. From the point of view of 
power alone, the United States and the U.S.S.R. have diamet- 
rically opposed interests in the disposal of their former enemy. 
Omitting for the moment the varied views of third parties, both 
Moscow and Washington must take cognizance of the fact that 
East and West Germany together contain 68 million people with 
considerable economic resources and the technological ability to 
put them to use for war or peace. 

Any geopolitican assessing the problem from Washington must 
regard it in something like the following terms: If the United 
States were to allow Moscow to control all of Germany, the Soviet 
Union would be well on its way toward domination of the whole 
of continental Europe. If Germany were added to the already 
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extensive Soviet sphere, the entire Eurasian land mass, with its 
vast resources of men and materials, would be within the Krem- 
lin’s grasp. Then the island outposts of Britain and Japan would 
be directly threatened, and the peace, security and economic well- 
being of the Western Hemisphere would be in jeopardy. 

From the Russian point of view the reverse of this reasoning 
applies. An aggressive regime in Moscow would seek control over 
Germany to achieve what the United States wants to avoid. In 
addition, however, the defense of the Soviet Union hinges on 
the character of the German settlement. Russian leaders of any 
political stamp—democratic (if that were possible) as well as 
Communist—would be unlikely to forget the mortal threat their 
country faced at the hands of German armies in the past two 
world wars. Therefore, a suspicious, defense-minded Russia, like 
an aggressive Russia, could be expected to strive to block a 
strong, rearmed Germany unless Moscow felt it could exercise 
considerable influence over future German actions. 

These strategic considerations weigh heavily in Washington 
and Moscow, but they alone cannot decide the future of Germany. 
The German people and the whole of Europe are concerned with 
the outcome. Moreover, although Washington (or Moscow) may 
set strategic goals and pursue a course designed to achieve them, 
there is no certainty of success. A revived Germany, built care- 
fully with a great deal of Western influence, may yet, at some 
future date, break away and make a deal with the Soviet Union. 
Nor can the Kremlin be sure that its apparatus of control can 
hold down the lid indefinitely even in East Germany alone—as 
the strikes and disorders of June 17, 1953 demonstrated. 

Thus, East and West must bargain for high stakes in the face 
of a host of imponderables. In this bargaining there are at least 
three issues to be settled—territory, unity and control. 


The Territorial Problems 


The Potsdam agreement stripped Germany of East Prussia, 
eastern Brandenburg, Pomerania and Upper and Lower Silesia, 
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all situated east of the Oder and Neisse rivers. With the excep- 
tion of the northern half of East Prussia, which went to the Soviet 
Union, the territories were handed over to Poland for occupation. 
This was in conformity with the Yalta agreement, which gave 
Russia former Polish territory east of the Curzon Line and recog- 
nized that “Poland must receive substantial accessions of territory 
in the north and west,” that is, at Germany’s expense. However, 
the Potsdam protocol contained a major qualification, that “the 
three heads of government reaffirm their opinion that the final 
delimitation of the western frontier of Poland should await the 
peace settlement.” 

The Soviet Union has so far taken the view that the territorial 
arrangements made at Potsdam should be considered as final— 
that they were in fact final. Washington, by contrast, has empha- 
sized the qualification and thus, to some extent, has encouraged 
German hopes for border revision. There has been some specu- 
lation that Moscow might ultimately favor the return of a sub- 
stantial part of the eastern territories as a trump card in a play 
for German support. However, this would hardly make Poland 
happy, and even a subservient government in Warsaw might seek 
to resist such a move. Nor is the United States free from a dilemma 
on this score, for the Yalta promise of “substantial accessions of 
territory” represents a commitment in favor of Poland for at least 
part of the disputed territory. 

Another territorial question, less thorny because it is not a 
direct matter of East-West conflict, is that of the Saar. This indus- 
trial region, bordering on the French province of Lorraine, was 
detached from Germany after the end of the war, given political 
autonomy and linked economically with France. The French have 
put some of their best diplomatic efforts into maintaining this 
arrangement by treaty, making the “Europeanization” of the 
Saar one of the keystones of European unity. Nonetheless, the 
agreements between the Saar and France are conditional on the 
final German peace treaty. 

The Saar, despite its economic links with Lorraine, is German 
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in language and culture, and there is considerable nationalist 
feeling in Germany for placing the territory firmly within the 
boundaries of the postwar Reich. As an added argument, some 
Germans ask, “How can we get the eastern territories back if the 
Communists see us relinquishing an important area in the west?” 


How to Unite? 

It is becoming increasingly apparent that the Germans’ desire 
for reunification of their country is one of the dominant factors 
in Europe today. The division of Germany was not intended by 
the victors—it came about through their disagreement; and both 
sides to the dispute have proclaimed German unity as their goal. 

Some observers contend that under present diplomatic condi- 
tions the American policy of building up the West German state 
and associating it with EDC makes the achievement of Ger- 
man unity impossible. Other observers feel that the Soviet Union, 
despite its public statements, will never agree to the unification 
of a Germany that would be free of Communist domination. 

Thus, even after the impressive victory of Chancellor Konrad 
Adenauer in the September 6, 1953 elections, the all-important, 
underlying question remains, How is unity to be achieved? 
The West, in its official policy, appears to act on the premise 
that it must not risk any program of unification that would 
afford East German Communists an opportunity to capture con- 
trol of the entire country—for the obvious reason that the capacity 
of Communist minorities to do just that has been the main chal- 
lenge the West has had to face since the end of the war. 

Meanwhile, the West has been willing to gamble on the assump- 
tion that the East German regime and the Soviet occupation 
have not endeared themselves to the German people. The three 
Western powers have pressed consistently for free all-German 
elections, under adequate safeguards, for the creation of an all- 
German government with which the four occupying powers could 
conclude a peace treaty. The Soviet Union has refused to abandon 
the East German regime to its electorate and has sought direct 
negotiations between the East and West German governments 
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for the formation of a provisional all-German administration. 

Moscow’s strongest objection to Western proposals for the 
future of Germany arises from its opposition to the Federal Re- 
public’s link with EDC. It has stated that it will not “tolerate” 
the association—strong language for a diplomatic note. In 1952 
it proposed a measure of rearmament for a neutral, unified 
Germany. 

There are far too many uncertainties in Germany itself to make 
either side self-assured about the future of a unified Reich. Even 
on Western terms, unification will not guarantee that German 
democracy can survive indefinitely. It is threatened not by com- 
munism alone; and a right-wing authoritarian government could 
make a deal with Moscow at some later date. 


How to Control? 

A related problem is that of how either side can insure against 
resurgence of the German military power that twice in the 20th 
century violently upset the peace of Europe. 

While this aspect of a settlement may not appear urgent to 
Washington, it is one that is not taken lightly in Paris, The Hague 
and Brussels, not to mention Moscow and Eastern Europe. The 
United States was willing in 1946 to sign a 25-year treaty with 
Moscow guaranteeing against German attack. The offer, how- 
ever, was spurned by the Kremlin, even though East-West rela- 
tions were then a good deal more cordial than now. 

In the forging of Western policy there have been a great many 
concessions to French fears of a revived Germany. The Schuman 
plan for the merger of Evropean coal and steel production has 
as one of its aims a form of economic unity which will make 
mobilization of German industry for war against the rest of 
Western Europe impossible. Similarly, the European Defense 
Community is planned so that German military power cannot 
be used unilaterally. But while these arrangements were made to 
reassure France and the Benelux countries, they are looked upon 
with suspicion in Eastern Europe. 

A neutralized Germany may seem an unlikely prospect in 
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today’s world, and Washington undoubtedly teels, as does the 
Federal Republic’s Chancellor Konrad Adenauer, that such a 
Germany would be in danger of falling prey to the domination 
of nearby Russia should American troops be withdrawn to the 
United States. Nevertheless, some arrangements for the control 
of this former enemy state may be the key to an orderly resolu- 
tion of the German problem. Sir Winston Churchill has pro- 
posed a Locarno pact for Eastern Europe, similar to the Locarno 
treaties of 1925 for Western Europe. Adlai Stevenson, leader of 
the Democratic party, advocates nonaggression pacts in Europe. 
And many fear that the lack of an orderly settlement may help 
to produce a disorderly, chaotic and violent upheaval that would 
serve neither the peace of Europe nor the interests of the United 
States. 


Divided Austria 

Compared with the manifold complexities of Germany, the 
question of Austria seems simple; and it is for this reason that 
American leaders seek proof of Soviet intentions through the 
final conclusion of an Austrian treaty. 

The promise to restore an independent Austria with pre-Hitler 
borders goes back to 1943. Since the end of the war the deputies 
of the Big Four foreign ministers have held 260 meetings in an 
attempt to draft a pact. There has been agreement to almost all 
clauses of a proposed treaty, and completion of the task seemed 
very close in 1949. However, the Soviet Union blocked the final 
signature and has stalled steadily for five years. In 1952 the 
Western nations proposed that the occupying powers relinquish 
all property held in Austria as war booty. The Russians, who 
control about 300 industrial plants and stores in the country, 
turned down this suggestion. During the past four years they 
have also attempted to inject the question of Trieste into the 
treaty discussion. In June 1953 the Western capitals asked Moscow 
for an exact text of the treaty it would be willing to sign. 

One reason for Soviet intransigence over Austria in the past 
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was that the occupation provided the opportunity for keeping 
Russian troops along its lines of communications in Hungary 
and Rumania. Now treaties with the satellites provide for Red 
Army garrisons on a regular basis, and the continued occupation 
of Austria is mainly a bargaining counter in the formulation of 
a settlement for Germany. 

There are other disadvantages for the U.S.S.R. in a final 
Austrian treaty. Such a treaty would create something of a 
Western salient in the Iron Curtain, leaving a free, unfettered 
Austria on the borders of Czechoslovakia and Hungary. But 
then there would be one big advantage from Moscow’s point of 
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view—a treaty would also mean the withdrawal of United States 
troops from their easternmost garrison on the Continent. 


Trieste Impasse 

South of Austria lies Trieste, a bone of contention among 
several nations whose alliances have shifted since the end of the 
war. In the 19th century when Trieste was a free port and part 
of the Austro-Hungarian Empire, it flourished as an outlet for 
Central European trade. As part of Italy after World War I, it 
experienced an economic decline. 

Under the Italian peace treaty signed in 1947, an attempt was 
made to restore the port’s faded glory as an outlet for trade and 
effect a political compromise between Italian and Yugoslav claims 
for the city and its surrounding area. Trieste was set up as an 
international free territory, to be ruled by a governor appointed 
by the United Nations Security Council. No governor was ever 
chosen, the Soviet Union and the Western powers having failed 
to agree on a man for the job. The territory has continued under 
the occupation arrangements made at the end of the war—with 
an Anglo-American force in Zone A, which includes the city of 
Trieste, and a Yugoslav administration over Zone B, the southern 
portion of the territory. 

Before the 1948 Italian elections—and also before Marshal 
Tito’s split with Moscow—the United States, Britain and France 
issued a declaration favoring the return of Trieste to Italy. On 
October 8 the United States and Britain announced that they 
would withdraw their troops, return Zone A to Italy, and leave 
Rome and Belgrade to work out an arrangement through diplo- 
matic negotiations. 

Yugoslavia and Italy are now both arrayed against the Soviet 
sphere—but they are still widely divided over the future of 
Trieste, as the acid exchange of views between the Italian gov- 
ernment and Marshal Tito in September 1953 indicated. 

Moreover, Yugoslavia, by signing a defensive alliance with 
Turkey and Greece in February 1953, has become an increasingly 
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important barrier to the extension of Russian influence in the 
Balkans. Thus, the traditional complexities of diplomacy in 
southeastern Europe—for centuries the despair of statesmen, 
historians and students—have not disappeared with the cleavage 
between Communist black and democratic white. If the issue of 
Trieste is thrown in among the many questions for an East-West 
settlement, the United States will have to choose what it considers 
the most promising shade of gray. 


The Turkish Straits 


Another hoary problem of European diplomacy which remains 
an issue between East and West is the international regulation 
of the Turkish Straits. At Potsdam the Big Three agreed that 
the Montreux Convention of 1936 regulating the international 
use of the entrance to the Black Sea should be revised and that 
the three powers should discuss the problem first with Turkey. 

Diplomatic notes were exchanged for a year and reached a 
deadlock when the Soviet Union insisted that only the four 
powers bordering the Black Sea, three of which were Communist, 
should have a voice in the control of the straits. Added to this 
claim were Moscow’s demand for naval and air bases on Turkish 
territory and a bid for possession of Kars, Ardahan and Artvin, 
three eastern Turkish provinces bordering on Russia. By asking 
for so much the Soviet Union gained only the stubborn resistance 
of the Turks, who were subsequently quick to accept military and 
economic support from the West. However, in June 1953 the 
Soviet government sent a note to Ankara abandoning its claims 
to the Turkish provinces and seeking to reopen negotiations for 
revision of the Montreux Convention. 


Eastern Europe 

The United States and its Western allies have room for diplo- 
matic maneuver in seeking a settlement for Germany, Austria, 
Trieste and the Turkish Straits because these are items of un- 
finished business in formulating the peace of World War II. 
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Despite the many threats which the West faces as the result of 
disagreement on these questions, there are also compensating 
opportunities. If, for instance, it should prove possible to estab- 
lish free, democratic states for Austria and the whole of Germany, 
then the West will have achieved demonstrable progress in rolling 
back the Iron Curtain by peaceful means. 

Eastern Europe is another matter. Communist domination is 
an accomplished fact in the former enemy states of Hungary, 
Rumania and Bulgaria, as well as in Czechoslovakia and Poland. 
It is difficult to conceive how the process that made them satellites 
—including the Red Army’s conquest of most of the region in 
World War II—could be reversed by any peacetime action of the 
West, either through diplomacy or psychological warfare. 

The Soviet Union obviously has much at stake in keeping 
Eastern Europe friendly—or subservient. Again, strategic con- 
siderations are important. The rulers of the Soviet Union, re- 
calling that this region served as the path for the invasion of 
Russia in two world wars, doubtless feel stronger offensively and 
defensively by being able to call the tune in Warsaw, Sofia, 
Prague, Budapest, Bucharest and Tirana. 

Possibly they also feel more secure in the exercise of power 
in their own country now that they have reversed the ‘‘sanitary 
cordon”—the term used by the West to describe Eastern Europe 
after 1919—of the interwar period and insulated Russia from the 
West with a sizeable buffer zone. Moreover, the Soviet Union 
derives important economic benefits by being the dominant part- 
ner in what has become, through both Western and Eastern 
measures, an increasingly closed trading area. 

The advantages of the Soviet Union’s relationship with the 
satellites are not necessarily all one-sided. The Eastern European 
regimes are developing industrialization; there is mutually bene- 
ficial technical and economic cooperation in the Soviet sphere; 
the U.S.S.R. can wield a carrot as well as a stick throughout the 
area. It should be borne in mind that, except for the Czechs, the 
majority of Eastern Europeans had not previously enjoyed either 
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Western democracy or an American standard of living. Pravda, in 
replying to President Eisenhower's speech on foreign policy of 
April 16, 1953, stated: “It would be strange to expect the Soviet 
Union to interfere [in Eastern Europe] in favor of installing 
the reactionary regimes overthrown by these peoples.” This 
statement ignores Moscow’s intervention on behalf of commu- 
nism; but before World War II the nagions of this area, again 
with the exception of Czechoslovakia, had had regimes that were 
not democratic—in the Western sense of the term. 

Where does this leave the United States and the West? Given 
the realities of the area—the proximity of Soviet power, particu- 
larly—there seems little prospect for early or easy transformations. 
Liberation, if it is to come, must come from within. 

Diplomatically, about all the Western powers can do is to 
press for a number of concessions. The peace treaties for Hun- 
gary, Rumania and Bulgaria contain provisions designed to safe- 
guard human rights; they also include clauses fixing the limits 
of the armed forces in each country. These treaties have been 
violated on both counts; and the West can legitimately seek 
their observance today, as well as more correct and friendly in- 
ternational relations in the future. It is possible that the Soviet 
Union, through the internal weaknesses of Communist totali- 
tarianism, may lose its grip on Eastern Europe, but Western 
statesmen would be unwise to count on such a windfall. And 
unless war is anticipated, diplomacy, tediously slow though it 
may seem when human lives and liberties are at stake, will re- 
main the principal tool in adjusting issues between East and 
West in Europe. 
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THE KOREAN ARMISTICE OF JULY 27, 1953 PROVIDED for the con- 
vening of a political conference within three months of the sign- 
ing of the armistice to settle “the question of the withdrawal of 
all foreign forces, a peaceful settlement of the Korean question, 
etc.” A special session of the General Assembly of the UN on 
August 17 adopted a resolution recommending that the political 
conference be held not later than October 28 and reaffirmed the 
objectives of the UN as “the achievement by peaceful means of a 
unified, independent and democratic Korea under a representa- 
tive form of government.” It affirmed also the objective of “full 
restoration of international peace and security in the area.” The 
following pages analyze the major problems that must be con- 
sidered if “a unified, independent and democratic Korea” is to be 
achieved, as well as the principal obstacles to be overcome in 
restoring “peace and security in the area.” 

A discussion of the leading Far Eastern issues arising out of 
the truce in Korea quite naturally begins with Korea itself. 
Korea is, geographically, a bridge between Japan and the main- 
land. For centuries continental influences, chiefly Chinese, reached 
Japan through Korea. But Japan, protected by the surrounding 
ocean, was never really threatened militarily until the Mongols 
of Ghengis Khan, conquerors of most of the territory now occu- 
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pied by the Soviet Union and Communist China, launched a fleet 
from Korea. Fortunately for the Japanese a hurricane, which they 
called the Kamikaze, helped them destroy the Mongol armada. 

The resurgence of Japanese military and imperial might under 
Hideyoshi, which led to the establishment of the great Tokugawa 
dynasty, led also to an attack on the continent by way of Korea 
in 1592. The Chinese sent an army to help the Koreans resist the 
invasion, and after six years of bloody warfare, which devastated 
the peninsula, the Japanese were repulsed. This pattern was 
repeated at the turn of the 20th century when the Sino-Japanese 
war of 1894 was fought on Korean territory. Meanwhile, the 
expansion of Imperial Russia brought a new continental power 
—the successor of the Mongols—to the ocean’s edge, and Japanese 
influence in Korea was challenged in the Russo-Japanese war of 
1904-5. Russia’s defeat was followed five years later by the formal 
annexation of Korea by Japan, the first step in the subsequent 
Japanese occupation of much of the East Asian mainland. 

The Korean war that began in 1950 differed from earlier strug- 
gles over this land bridge in an important respect. The rivals 
were no longer Japan and one continental power; most of the 
nations of the world found themselves ranged on one side or the 
other, as members of the United Nations or the Soviet bloc. Com- 
munist control of Korea would threaten Japan, but a Communist- 
controlled Japan would jeopardize the security of the free world. 
Conversely, a United Nations victory which carried American 
troops to the Yalu River would be regarded by the Russians and 
Chinese as a threat to their security. The only kind of a settle- 
ment in Korea that can be expected to last is one that will create 
a situation which appears threatening to neither side. 

The Koreans themselves are, of course, not mere spectators of 
these great-power struggles. No settlement which does not win 
at least passive support from the Koreans will prove stable. Above 
all, the Koreans want their country unified. Not only have they a 
national consciousness rooted in a common language and a long 
history, but the different parts of the peninsula are inextricably 
linked economically and geographically. Attempts to establish 
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two Koreas divided by an impassable border will not in the long 
run prove successful. 

The United Nations has had two main goals in Korea: mili- 
tarily, to repel the aggression committed by the North Koreans 
in June 1950; politically, to establish a unified Korean govern- 
ment. The first of these goals was laid down in the Security 
Council resolutions of June 1950, notably the second resolution, 
dated June 27, which called on member states to help the Re- 
public of Korea “to repel the armed attack and to restore inter- 
national peace and security in the area.”” The second goal was 
expressed in various UN actions, such as the General Assembly 
resolution of December 12, 1948 setting up a Commission on 
Korea empowered to use its good offices to help bring about a 
unification of the country. The military goal was achieved when 
a truce line near the 38th Parallel was drawn on July 27, 1955. 
The political goal is one of the essential conditions of a Far 
Eastern settlement. Such a settlement, to be viable, would not 
only have to meet the minimum requirements of the Korean 
people but would also have to establish an acceptable boundary 
or buffer zone between East and West. 

How such a unified, independent Korean regime could be 
established is one of the most puzzling questions facing UN 
diplomats. The development of the Republic of Korea Army 
(generally considered the strongest anti-Communist army in 
Asia—it was holding two-thirds of the front in mid-1953); the 
strong stand taken by President Syngman Rhee on the UN truce 
proposals and the war prisoner issue; the relative weakening of 
the North Korean Communist regime; the apparent reluctance 
of the Chinese and Russians to continue pouring vast quantities 
of men and supplies, respectively, into North Korea; the failure 
of all previous attempts to arrange a Korean plebiscite—all these 
factors may affect a political settlement in Korea. 

An early attempt to devise a basis for settlement that would 
take these varied factors into account was the proposal of mid- 
April 1953—widely attributed to Secretary of State John Foster 
Dulles—that Korea be divided at the “narrow waist” of the penin- 
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sula north of Pyongyang, the southern part to be controlled by 
the Republic of Korea, the northern to be annexed to China. 
A more recent proposal made by the State Department in Septem- 
ber 1953 was that, as an alternative to the continued presence 
of American troops in southern Korea, the Chinese accept a uni- 
fied neutral Korean government as a buffer state, protected by 
international guarantees, and that the special hydroelectric power 
interests of China located along the Yalu River be safeguarded 
by the establishment of a special border zone. Each of these pro- 
posals, however, appears to anticipate the establishment of some 
kind of continuing modus vivendi with the Peiping government. 


What to Do About China? 

Decisions regarding China will undoubtedly be the most difh- 
cult and the most important to be made in a general peace 
settlement. From the collapse of the Manchus in 1911 until the 
Communist victory in 1949 China did not have a unified govern- 
ment. Even at the height of their power in the mid-30’s the 
Nationalists were preoccupied with the struggle for national 
unity, fighting both Communists and local war lords. Never- 
theless, the fundamental importance of China as the basic popu- 
lation and land mass in East Asia has long been a determining 
factor in American Far Eastern policy. American opposition to 
a complete conquest of China by Japan was a major reason for 
the diplomatic impasse that resulted in Pearl Harbor. A recog- 
nition of this underlying reality led President Roosevelt to insist 
that China be treated as a major power and given a permanent 
seat on the UN Security Council. 

The failure of the Nationalist government to fulfill our ex- 
pectations did not vitiate the basic soundness of the original 
proposition. The power displayed by the Chinese Communist 
armies in Korea barely a few years after their conquest of the 
Chinese mainland has demonstrated their potential. That China 
did not parallel Japan in the creation of a modern industrial 
state is not proof of the innate inability of the Chinese to carry 
out such a transformation. The necessary political and social 
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conditions for such a change did not exist in the past. It cannot 
be assumed without further evidence that the Chinese Com- 
munists will now succeed in following the Japanese and Russian 
example. But neither can it be assumed that they will not succeed, 
even if their present industrial capacity is not as far advanced as 
that of Russia in 1917 or 1927. American policy in the Far East 
must consider that Communist China, within a few decades, may 
be a major power not only potentially but in reality. 

This prospect necessarily affects the debate about whether or 
not the United States should recognize Peiping. Hitherto this 
debate has largely hinged on the question whether recognition 
implied approval of a regime or only acknowledgement of the 
existence of a government. At various times in the past Wash- 
ington has considered that recognition did imply approval. At 
other times regimes of which we disapproved have been recog- 
nized, including that of the Soviet Union itself. The present 
official doctrine appears to be that recognition is based on “‘effec- 
tive control” and on the ability and willingness of a government 
to fulfill its international obligations. 

The supporters of nonrecognition assert that although Peiping 
has effective control, it has shown no disposition to honor inter- 
national obligations. The advocates of recognition answer that 
any revolutionary regime may be expected to repudiate the 
obligations of its predecessor and that, because of nonrecognition, 
Peiping has not been given an opportunity to accept any obliga- 
tions which it could reasonably be expected to honor. Perhaps 
the debate on recognition could be conducted more fruitfully 
on a different ground—the ground whether or not it would help 
the over-all aims of American foreign policy in the Far East. 


United States Aims 

What are these aims? In the long run, the American objective 
is a friendly government in control of the great Chinese nation. 
If the government of China is unfriendly, then a subsidiary aim 
is to prevent the Chinese government from becoming subordinate 
to, or linked with, a major power hostile to the United States. 
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In the short run, given the presence in Peiping of an anti- 
American government now linked to a hostile major power, the 
goal of United States policy is to check the further expansion of 
Chinese Communist domination, to prevent the Communist 
regime from achieving anti-United States aims, and simultane- 
ously, if possible, to pave the way for eventual modification of 
the anti-American orientation of those who govern most of the 
Chinese people. Such a containment of Chinese expansion may 
be sought by strengthening the power to resist of those faced by 
Chinese aggression and through reducing the motives for expan- 
sion felt in Peiping. The levels on which such a policy can be 
implemented include not only the military but also the economic 
and political and, perhaps in these days even more important, 
the levels of ideology and psychology. 

The first front on which Chinese expansionism might be curbed 
is, of course, Korea itself. A political agreement to stabilize the 
frontier is the means to this goal. Can such a political agreement 
be negotiated with an unrecognized government? In Korea the 
UN faces an army responsive to the orders of Peiping. Both 
Peiping and Moscow may demand recognition as a condition for 
any kind of political settlement in Korea. If the United States 
is unwilling to accord recognition to Peiping, it may be faced 
with the alternatives of not achieving a peace settlement at all 
or of making some other concession sufficiently attractive to induce 
Peiping to sign a peace treaty without having been recognized. 

Will recognition affect the strength of expansionist pressures 
inside Communist China? Some believe that part of Peiping’s 
aggressiveness results from its own sense of insecurity but that 
once it has acquired status in international society, it would feel 
less hostile toward the rest of the world. On the other hand, 
Peiping’s expansionist ambitions may be so much a part of its 
own inner power-structure and ideology that it could not change 
the expansionist goals itself, although external developments 
might modify the strategy adopted by the Chinese Communists 
to achieve its goals. 

On the economic level the new Communist regime has so far 
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sustained itself by all the familiar totalitarian techniques and 
has systematically nationalized available private wealth for use 
in maintaining a budget many times larger than that of the 
Nationalists. If Peiping is not only to maintain its budget but 
also to offer the Chinese people some of the promised material 
benefits of the new order, it must rapidly push ahead its am- 
bitious development plans. This would require a reduction in 
military expenditures and an increase in imports, especially of 
capital equipment. The United States has coupled its nonrecogni- 
tion policy with a more or less effective economic embargo. Now 
it will have to decide how far to go in permitting a post-truce trade 
revival, bearing in mind that trade inevitably gives rise to prob- 
lems which are normally settled by negotiations of the type that 
can more readily be carried on with a recognized government than 
with one that is not recognized. 

Would recognition strengthen resistance to Chinese expansion? 
It would, for example, remove an important cause of friction 
between the United States and Britain, which recognized Peiping 
in 1950. Other powers which have reluctantly accepted the Ameri- 
can lead on nonrecognition might be glad to follow their own 
wishes. However, Peiping’s refusal to deal with London has dis- 
illusioned some Britons about recognition, and other countries 
may well decide not to risk recognition until Peiping shows a 
more friendly disposition toward non-Communist countries. 


Future of Formosa 

What would be the effect in Asia, where India, Burma and 
Indonesia have recognized Peiping? These countries often judge 
American policy by its attitude toward nationalist movements 
and aspirations for self-determination, not by our anti-Communist 
pronouncements. They tend to regard the nonrecognition policy 
as evidence not only of a refusal to face reality but also as an 
effort to prevent a great Asian people from choosing its own 
form of government. Recognition of Peiping would not bring 
these Asian countries into an alliance with the United States, 
but it might make them more willing to try to understand the 
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American point of view. Opponents of recognition, however, 
argue that whatever benefits recognition might bring, they would 
be more than offset by the disadvantages. One of the most obvious 
of these disadvantages is that the admission of Peiping to the UN, 
where it would be a member of the Security Council, would greatly 
strengthen the position of the Soviet bloc. Another consequence 
would be that the status of Formosa would be jeopardized. 

At the Cairo conference in 1943 and again at Potsdam in 1945 
the United States, Britain and the U.S.S.R. agreed that Formosa, 
which had been Chinese territory during the Manchu dynasty 
but had been lost to Japan in 1895, should be returned to China 
after the war. Both the Chinese Communists and the Nationalists, 
consequently, claim legal title to the island. Presumably recog- 
nition of Peiping would confirm its claims and result in the loss 
of legal status for the present regime on Taiwan, to give the 
island its Chinese name. 

There are important reasons, however, why the United States 
wishes to keep Formosa free from Communist control. The Na- 
tionalist government of President Chiang Kai-shek, with substan- 
tial American aid, has in the last few years made spectacular 
progress, even though the weaknesses of the old regime are still 
plainly discernible. The progress is sufficient to enable Formosa 
to act, with some authenticity, as an example ol the free way for 
Asia which could offer an alternative to the Communist way. 

The loss of Formosa to the Chinese Communists, moreover, 
would cost much prestige for the United States, which has openly 
supported Chiang. It would tend to discourage friendly regimes 
threatened by communism who might decide that American help 
cannot be counted on for survival. It would convince many over- 
seas Chinese, especially in Southeast Asia, that they have no 
alternative to collaboration with Peiping. It would weaken the 
military-strategic position in the Western Pacific of the United 
States and its friends, notably Japan and the Philippines. 

Several policies may be considered regarding Formosa. ‘The 
island might be left to its fate as part of a deal with Peiping. 
This would entail the unfortunate consequences mentioned above, 
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and there is no reason to believe that the Chinese Communists 
would substantially alter their long-run objectives as a reward 
for the withholding of our aid from Formosa. 

Alternatively, the Nationalists might be encouraged, with strong 
American naval and air support, to invade the mainland. This 
is the policy desired by the Nationalists, who claim that anti- 
Communist sentiment on the mainland would bring a quick 
rallying of resistance forces and the overthrow of the Peiping 
regime. Such a policy, however, might well precipitate a third 


world war. 


Two Chinas? 

Is there a third way? Could Formosa be detached from China 
and given international protection? The Nationalist regime, with 
American aid, appears to be strong enough, both militarily and 
economically, to undertake its own defense. Although Peiping 
will scarcely abandon its demands for Formosa, it might decide 
that this end is less urgent than the goals which could be achieved 
by temporary acceptance of the status quo. Would it be possible 
or desirable to perpetuate for any length of time an arrangement 
whereby two Chinas coexist? 

There is, curiously, an obscure historical parallel for this. 
When Koxinga, a Chinese resistance leader against the invading 
Manchus, captured Formosa from the Dutch in 1661 he estab- 
lished his own government. A strange document is on record 
in which the king of England accredited an envoy to establish 
diplomatic and commercial relations with the “Kingdom of 
Formosa.”’ 

There are many independent states, including Australia, with 
a population no larger than Formosa’s 8-9 million, and some with 
smaller areas. President Chiang Kai-shek will certainly object to 
any settlement that forecloses his hopes for a return to the main- 
land. But he may have no choice if his only alternative is to be 
left to face the Communists unaided. And conversely Peiping may 
prefer to leave Formosa alone rather than commit the resources 
necessary for an occupation effort. 
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Both Peiping and Moscow will doubtless demand, in any peace 
settlement, that Peiping replace Formosa in every organ of the 
UN. If Washington recognized Peiping, there would be strong 
pressures to admit it to the UN. Should the United States decide 
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to permit Peiping to enter the UN, there are several ways in which 
such a decision could be implemented. 

It would, perhaps, be useful for the United States to consider 
how the admission of Peiping to the UN could be made a quid 
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pro quo for concessions which Washington seeks from Moscow— 
assuming that Moscow really wants a UN seat for Peiping. The 
admission of other pro-Western states, such as Italy—hitherto 
blocked by the Soviet veto—might be accomplished. Peiping might 
be admitted to certain organs but not to others—to the General 
Assembly, for example, but not to the Security Council. The 
right of Taiwan to continue as a member, although not as the 
government of “China,” might be brought into the bargain. 
Indeed, the composition of the Security Council, and its voting 
practices, might be changed if additional permanent members 
were nominated—India, for example—in exchange for an agree- 
ment to seat Peiping. Such a change, of course, would require an 
amendment to the UN Charter. The question of an agreement 
on UN membership might, perhaps, be kept off the agenda of a 
Far Eastern peace conference. But observers familiar with Asian 
opinion believe that a declaration of outright refusal to consider 
Peiping’s admission to the UN would impede a Far Eastern 
settlement. 


Japan’s Future Role 

Both Moscow and Peiping are likely to demand that an under- 
standing about Japan be included in a Far Eastern agreement. 
Neither government has signed the Japanese peace treaty of Sep- 
tember 8, 1951. They can be expected to lay down conditions for 
concluding their own treaties with Japan and will doubtless con- 
sider that until such treaties are signed, the danger of a repetition 
of Japanese aggression on the mainland will justify them in tak- 
ing unusual military precautions. 

Before the United States can respond adequately to such de- 
mands, it will have to formulate more clearly its own long-range 
policy toward Japan. Obviously if Japan were under Communist 
control, this would greatly increase the economic and military 
strength of the forces potentially ranged against us. The major 
question, therefore, is how Japan can be kept independent. 

Much of the discussion about Japan concerns the question 
whether the government of Premier Shigeru Yoshida and his 
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successors can be trusted to be democratic and whether the Japa- 
nese people have really understood and accepted the reforms in- 
troduced by the occupation authorities under the direction of 
General of the Army Douglas MacArthur. Yet the crux of the 
Japanese problem is not the attitude of the Japanese toward 
democracy or communism, but rather the seriousness of their 
economic difficulties. With its population swollen to over 85 mil- 
lion, its territory reduced as a result of World War II, its overseas 
markets curtailed and its sources of supply for essential raw ma- 
terials cut down, Japan faces a desperate struggle for economic 
survival. 

During the occupation years, 1945-50, American assistance made 
economic recovery possible. Much of Japan’s food and raw- 
material imports were paid for by the American taxpayer—the 
equivalent of $2 billion during the five-year period. Then, in 1950, 
the Korean war brought heavy United States expenditures in 
Japan, thus continuing indirectly the American subvention to the 
Japanese economy. Counting UN procurement in Japan, spend- 
ing by troops, and maintenance of United States forces on Japa- 
nese soil, the annual income from war expenditures has been 
about $750 million. With the termination of the Kerean war this 
subvention also comes to an end. The Japanese will have to find 
a substitute or see their economy undergo a decline that might 
make a Communist victory possible. 

It was Japan’s inability, or apparent inability, to maintain its 
economy by peaceful trade that led the Japanese militarists in the 
1930’s to seek an alternative solution through conquest. ‘Today 
Japan finds the doors to trade on the adjacent Chinese mainland 
practically closed because of United States opposition to trade 
with China. Can trade in the free world provide a substitute? 
The growth of Japanese exports to the United States is already 
bringing strong pressures here for protection. Japanese trade in 
South and Southeast Asia has not expanded as the Japanese and 
their American advisers hoped. The residue of anti-Japanese 
sentiment in countries that suffered under Tokyo’s occupation is 
one reason for this. Perhaps more important, these countries now 
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wish to develop their own industries. They are prepared to ex- 
clude many Japanese manufactures, especially textiles, which they 
formerly bought, but welcome capital goods which Japan cannot 
yet produce more cheaply than its main competitors in Europe 
and the United States. A third possibility, the continuance of 
substantial direct aid from the United States, may not appeal to 
a thrift-minded Congress. 

The Japanese have long regarded China as the natural com- 
plement to their economy. Would a peace settlement which 
brought revival of that trade contribute to the prospects for peace 
in the Far East? Certainly there would be hazards in such a course. 
The Chinese, with their own aspirations for industrial develop- 
ment, will oppose the old pattern of trade. They also will demand 
capital equipment instead of manufactured goods. Thus, restored 
Japanese-Chinese trade may aid the industrialization of China. 
Moreover, once established, this trade would be far more indis- 
pensable to Japan than to China, so that Japan would become 
very sensitive to changes in Chinese economic policy. 

The revival of mainland trade for Japan, however, might well 
make the difference between economic health and sickness. If it 
were accompanied by maximum trade with the Western Hemi- 
sphere and southern Asia, Japan might cease to be a burden to 
the United States and ultimately become a free, democratic state 
in the community of nations. 

There is another reason for the United States to reduce its direct 
aid to Japan. The new nations of Asia, suspicious as they are of 
Japan from bitter past experience, look with fear upon the re- 
vival of Japanese industrial and military might and with misgiv- 
ings on the Western nation that aids this revival. It is America’s 
interest to keep Japan, like Formosa, free of domination from the 
mainland; but is it also, many Asians ask, in the interest of 
America to raise Japan to a position of Asian leadership? The 
great land mass and the vast populations of non-Communist Asia 
lie to the south. It is there that the United States must look for 
the hard core of resistance to Communist expansion. 

It is precisely in the southern area, particularly Southeast Asia, 
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that communism threatens most. This threat, however, comes not 
so much from the danger of Chinese aggression as from the rise of 
native Communist movements. True, the Peiping regime provides 
ideological guidance and some material help for these movements, 
and through overseas Chinese communities it has at its disposal 
a potential fifth column. 


Peace for Indochina? 

The chief strength of the Southeast Asian Communist move- 
ments, however, comes from the ability of local Communist lead- 
ers to identify themselves with nationalism and social reform. 
Nowhere is this more apparent than in Indochina, where Ho Chi 
Minh’s Vietminh movement is widely considered a nationalist 
struggle against French colonialism. On July 6, 1953 Prime Min- 
ister Jawaharlal Nehru told the All-India Congress Committee 
that the conflict in Indochina was a ‘“‘war for national liberation.” 
It is true that many former supporters have turned against Ho’s 
regime, but they have not switched their support to the French- 
sponsored regime of Emperor Bao Dai. 

Some of the spokesmen for these temporarily inactive national- 
ists contend that if France would grant full independence, the 
flow of nationalist support to a new independent regime would 
be sufficient to assure the defeat of the Communists. The French 
reply that meanwhile, before the new regime could be consoli- 
dated and its army built up, the Vietminh would have seized 
control of the country. 

Yet the French are urgently pushed toward a solution in Indo- 
china by their own economic difficulties. Their ability to set their 
finances in order at home and to build a sufficient counterweight 
to the Germans in any form of West European union is hampered 
by the drain on their resources in Indochina. Already they have 
persuaded the United States to take over, in effect, much of the 
cost of the Indochina war. Sentiment for a negotiated settlement 
with Ho Chi Minh and the French-sponsored Associated States is 
growing in France. It found expression during the summer of 1953 
in statements by Robert Schuman, a leading Catholic and a dis- 


37 





SPSS em Be Be SR eee Se Be ee 


“ee 


“2 +e = = teers & © 


WAR IN INDOCHINA 





















































































































































































































































































































































BURMA 
Luongprobong 
THAILAND 
Bangkok 

CAMBO)DIA 

('s Pnompen 

f 14 ME 
J = Saigon — 

7. ! LA as, VIETMINH 
Se =" HELD AREAS # 














tinguished statesman who long held the office of foreign minister, 
and by Pierre Mendés-France, an independent conservative who 
missed the premiership by only a few votes this past summer. In 
October, however, it was announced that the French would press 
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for military victory in Indochina with the aid of a new United 
States grant of $385 million. 

In the meantime, popular pressures for genuine independence 
have grown in Vietnam, forcing the pro-French premier, Nguyen 
Van Tam, to demand dominion status. The king of hitherto com- 
plaisant Cambodia, Norodom Sihanouk, has given dramatic lead- 
ership to his people in a campaign for national independence. 
The French government, early in July, invited the Associated 
States to a conference to discuss the grant of more self-government. 

How do these developments affect the problem of achieving a 
political settlement in the Far East? At a forthcoming conference 
the West may ask Peiping to guarantee its nonintervention in 
Indochina. No doubt Peiping would deny that it is helping the 
Vietminh, or if it did admit such aid, it might offer to withdraw 
if France and the United States ceased to support the Vietnam 
government of Bao Dai. 

The Indochina question is undoubtedly one of the most per- 
plexing problems for the West in the Far East. Yet a failure to 
arrive at some kind of agreement with Peiping on this subject 
as part of a general settlement in East Asia might well be followed 
by substantial Chinese intervention south of the Vietnam border 
—an intervention made more feasible by the withdrawal of Chi- 
nese forces from Korea. 

A settlement in Indochina would not only reduce the danger of 
Chinese Communist expansion. It would simultaneously strength- 
en the position of France in Europe. Failure to include Indochina 
within the terms of a Far Eastern settlement would leave in 
jeopardy one of the most dangerous frontiers of Communist China 
and perpetuate the human and financial hemorrhage from which 
France has been suffering in Indochina since 1945, thereby gravely 
weakening its capacity to resist communism in Europe and within 
its own borders. Thus, in Indochina, as in many other areas of 
conflict, the interests and anxieties of East and West are closely 


interwoven. 


39 





a | a ae 





ee eee eS 


> metawas = ~~: 


=: 











The Economic 
Stakes 


by Howard C. Gary 














ANY REDUCTION IN TENSION BETWEEN THE UNITED STATES and the 
U.S.S.R. will bring to the surface a score of economic problems 
that are at present submerged under the combined weight of 
political and military necessities. 

The ability—or inability—of capitalism and communism to 
coexist peacefully for an extended period is a question of para- 
mount importance. But the answer cannot be discovered with the 
tools of economic analysis. The answer—and, at best, it can only 
be an informed guess—would involve an exhaustive historical, 
sociological and political investigation. 

If we assume, however, that a political settlement between East 
and West can be more than a fleeting and temporary accord, it is 
possible to isolate and study several economic problems that are 
in the offing. As mobilization programs taper off, the industrialized 
nations of the New World, Europe and Asia will become increas- 
ingly dependent on a high level of exports if production is to be 
maintained at or near capacity rates. Nations supplying rubber, 
tin, wool, oil and other raw materials are already beginning to 
worry about a possible collapse in the prices of primary products 
if industrial output and international trade slow up. The under- 
industrialized countries will continue to seek technical informa- 
tion and foreign capital as they strive to develop manufacturing 
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economies. Finally, the vexing problem of trade between the 
controlled economies in the Soviet orbit and the free-enterprise 
economies of the West is certain to come to the fore. 

Stated in global terms, the main economic problem will be: 
Can a viable world economy be created with sufficient strength 
and stability to render unnecessary the postwar priming and pro- 
pelling effect of a multibillion American foreign aid program? 
Let us look at some of the specific economic questions which will 
confront policy-makers in different nations if the acute political 
crisis of the past few years is to be largely resolved. 


Is Europe’s Economy Doomed? 

It is frequently argued that Western Europe is a stagnant area. 
In that area the United States has had to pump about $5 billion 
of aid each year. And a recent estimate by the Economic Com- 
mission for Europe placed Western Europe's continuing dollar 
gap at about $4 billion a year. Since United States foreign aid is 
clearly entering the homestretch, European nations must increase 
their earnings by several billion dollars a year if they are to pay 
their way. 

Some analysts—Barbara Ward, for example—have suggested that 
Europe’s human and physical resources be pooled in a United 
States of Europe. Others have contended that if we tinker with 
the price of gold, all will be put to right. And still others argue 
that Europe must cut itself off from the boom-and-bust Ameri- 
can economy before it can achieve strength and stability. The 
first proposal does not yet appear feasible, in spite of earnest 
efforts to create a Western European economic union. The second 
is unacceptable to United States Treasury officials. The third 
would involve a virtual surrender in the battle to create a viable 
world economy. 

Observers who take a longer view think the problem of Western 
Europe’s economy is not as acute as is believed by advocates of 
daring remedies. They point out that Europe has made very real 
progress in recent years. Since 1948 industrial production has 
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gone up 150 percent in West Germany, 53 percent in Italy and 
35 percent in both France and the Netherlands. Even Britain, 
which bore the brunt of recent European mobilization, has man- 
aged to increase its output by 17 percent in the past five years. 
By way of comparison, the United States has boosted industrial 


output 26 percent since 1948. 

Europe’s problem is not so much how to increase production 
but how to bring the prices of its goods into line with world prices. 
In the past European nations have too often resorted to currency 
devaluation to accomplish this purpose; and each time there was 
a slight measure of success. But each time a nation revises its 
exchange rate downward it increases the price it must pay for its 
imports. Consequently, progress has been on the order of two 
steps forward, one step backward. The solution is to bring down 
the level of prices by purely internal measures. This may sound 
like prescribing a dose of castor oil. But facts on inflation in 
Western Europe indicate that some drastic measures must be 
taken if that area is to maintain its recovery. 


Inflation Number One Problem 

When world price trends are compared it becomes painfully 
clear that inflation is Europe’s number one problem. For example, 
compared to the period January-June 1950, United States whole- 
sale prices rose by 11 percent as of January 1953. The comparable 
figure ‘for Britain was 31 percent, Belgium 30 percent, France 
36 percent, Germany 23 percent, the Netherlands 21 percent, 
Denmark 25 percent, Norway 42 percent, Sweden 38 percent. 

Turning to specific remedies, the various European tax systems 
—with few exceptions—need a complete overhauling. In both 
France and Germany the tax rates are inequitable and the col- 
lection is inefficient. Perhaps more important, national revenue 
is derived in too large part from the indirect taxes which bear 
most heavily on lower-income groups. In other nations a larger 
proportion of national income must be diverted from consump- 
tion to investment expenditures. Again this may sound like a 
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very harsh prescription. Most individuals prefer the spurious 
sense of well-being that comes with the inflation-bulged wallet. 
But if European currencies continue to be eroded, production 
may eventually grind to a halt. 

These measures might be postponed—as they have been so often 
in the past—if the United States Congress were of a mind to 
continue a huge foreign aid program. But it is becoming increas- 
ingly clear that both Congress and a large section of the American 
people are reluctant to vote additional billions for foreign aid. 


East-West Trade 

Since the onset of the cold war the United States has used its 
influence and its leadership to reduce the flow of East-West trade 
to a trickle. This nation’s exports to Eastern Europe!—measured 
in constant 1948 dollars—fell from $251 million in 1938 to $2.3 
million in 1951. While many European nations have not been 
enthusiastic about this policy, they have, in general, followed 
our lead. 

The table below shows the share of Eastern Europe in the 
imports and exports of individual Western European countries. 


PERCENTAGE OF EXPORTS AND IMPORTS OF INDIVIDUAL WESTERN 
EUROPEAN COUNTRIES DERIVING FROM TRADE 
WITH EASTERN EUROPE 








Imports pod Exports Les 

1938 1950 1951 1952 | 1938 1950 1951 1952 

Greece _...... Sk 0.3 0.1 0.1 8.9 0.6 0.4 0.2 
West Germany® ......... 12.9 2.6 15 1.3 13.1 3.8 1.8 hie 
Belgium-Luxembourg.... 7.1 1.8 1.4 1.0 pe | De, 1.9 2.3 
Netherlands .........:c00.0.. 7.0 2.0 1.5 1.8 5.6 2.0 1.4 1.3 
France ea) 1.1 1.1 Ee 4.9 ) | 0.9 0.9 
Austria ............ 30.8 11.9 9.8 9.9 25.8 14.8 12.3 11.9 
Switzerland . 11.0 4.2 2.8 2.8 9.3 6.3 5.1 3.5 
BN idee ccceececnascccsshcess 10.1 3.9 3.4 3.4 6.0 mn 3.9 3.7 
Unied ema 5.8 2.4 2.4 a 4.5 12 0.6 0.6 
Norway . 5.8 4.8 2.3 2.1 3.1 33 3.5 2.6 
Te 7.6 5.9 6.2 32 6.3 6.8 6.4 6.6 
Demmark onic.cecccsssscccssso 4.5 4.5 4.8 2.4 2.4 2.3 2.8 2.8 


* The whole of Germany for 1938. 


Source: Economic Bulletin for Europe, Vol. 4, No. 3, Second Quarter 1952 (Geneva, 
Economic Commission for Europe, November 1952), p. 35. 


1 For the purpose of this book Eastern Europe refers to the following six coun- 
tries: U.S.S.R., Poland, Czechoslovakia, Hungary, Rumania and Bulgaria. 
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Of these countries only Sweden and Denmark—both heavily de- 
pendent on coal imports from Poland—have continued to main- 
tain their trade with Eastern Europe. As a result of the credit 
arrangement of 1946, Sweden actually expanded its trade with 
the U.S.S.R. In the case of all other Western nations the outcome 
has been a sharp drop in trade. 

As a result of the drying up of East-West trade, Western Euro- 
pean nations have had to find alternative supplies of coal, grain 
and timber. This has involved an additional drain on their scant 
dollar reserves. The United States, consequently, was obliged to 
provide dollar aid to help finance the purchase of what were 
formerly nondollar imports. The Eastern European nations, in 
turn, were cut off from the machinery, iron and steel, chemical 
and textile products formerly supplied by the West. They had 
to slow the pace of their own industrial development. And they 
were thrown on each other’s resources to a greater extent than 
ever before. In consequence, trade between the six nations of 
Eastern Europe increased tenfold since 1948. To sum up—the 
truncated pattern of trade widened Western Europe’s dollar gap, 
made United States foreign aid more necessary, and slowed down 
industrialization in Eastern Europe. 

Today short supplies do not prevent East-West trade, as they 
did immediately after World War II and in the months follow- 
ing the outbreak of hostilities in Korea when trade was virtually 
impossible because of the shortage of all goods. 

There is, of course, always the possibility that Eastern Europe 
will use trade as a political weapon. Conceivably, markets might 
be opened in the East until such time as the re-oriented Western 
economies become heavily dependent on these markets and 
sources of supply. Then trade channels might be abruptly closed. 
The danger of such politically inspired manipulations, however, 
does not appear to be too great. As time goes on the nations of 
Eastern Europe may not find it possible to rely solely on each 
other’s resources as they strive to attain industrial development. 
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If the prospect of war recedes, the entire question of tariffs and 
exchange controls must be examined. Then the problems of a 
transition period or the requirements of rapid mobilization will 
no longer serve as justification for the network of protectionist 
devices which now hold down trade levels. 


Trade Barriers 

It is currently fashionable in some circles—both here and abroad 
—to assume that the United States tariff is the major obstacle to 
expanded world trade. This is manifestly untrue. Our customs 
receipts as a percentage of dutiable imports have fallen from 
39.3 percent in 1938 to less than 13 percent in 1952. The fact is 
often overlooked that the United States imports more than twice 
as much—in value terms—as the combined total of all the South 
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American republics. Imports into this country in 1952—$11.6 
billion—amounted to more than one-third of the combined im- 
ports of the 20 largest nations of Western Europe. 


This is not to suggest that the United States has followed a 
consistent policy of maximizing trade. The “Cheese Amendment” 
to the Defense Production Act, the Buy American policy, the 
subsidies to farmers, the existing tariff barriers do deter purchases 
abroad. But there appears to be general agreement among trade 
experts that if the United States dispensed with all its trade bar- 
riers our imports would not rise by much more than $1 billion 
a year. Clearly that would not restore economic viability around 
the globe. But if trade obstacles were reduced in all countries 
there is reason to believe that total world imports might rise 
appreciably over the $79.5 billion figure of 1952. Insofar as trade 
between the nondollar countries increased, it would almost cer- 
tainly represent a more efficient utilization of the world’s economic 
resources. India, for example, has spent large amounts of dollar 
exchange for American cotton rather than buy more easily avail- 
able supplies in Pakistan. 

The mechanisms of the International Monetary Fund and the 
European Payments Union have helped to restore the currency 
convertibility so essential to higher levels of world trade. But far 
too many restrictions still exist. 


Economic Development and the Atom 


Ever since President Truman announced his “new bold” Point 
Four program in 1948, there has been a lively interest in the pros- 
pects, progress and problems of the underindustrialized areas. 
This subject has been discussed in previous Foreign Policy Asso- 
ciation publications.? 


In recent months one dramatic new factor has entered the 


2 J. B. Condliffe and Harold H. Hutcheson, “Point Four and the World Economy,” 
Headline Series, No. 79 (New York, Foreign Policy Association, January-Febru- 
ary 1950); Seymour E. Harris and August Maffry, “Point Four: Public or Private 
Aid?” Foreign Policy Bulletin, October 15, 1951. 
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picture. Power generated by atomic reactors is ready for com- 
mercial use. If international conflicts are lessened, this new power 
source may prove to be the most exciting development in many 
years. 

The reactors are relatively small units. They are capable of 
generating between 5,000 and 50,000 kilowatts of electric power. 
A reactor can be produced and sold for about $2.5 million. And 
the cost of power would fall within the range of 2.5 cents to 4 cents 
per kilowatt hour. This relatively small reactor is not likely to 
be useful for any area within the United States. Power costs here 
rarely exceed 1.5 cents per kilowatt hour. 

Overseas, however, a different picture emerges. In many lands 
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economic development is handicapped by the lack of available 
power. Hydroelectric resources are limited, and in many cases— 
Argentina is an excellent example—the hydro potential is too 
far from the centers of population and industrial activity. Diesel 
fuel can provide power. But according to nuclear experts, when 
the cost of the fuel exceeds 25 cents a gallon this type of power 
generation loses its cost advantage over the relatively high-cost 
nuclear reactors. Coal is a low-cost high-bulk item. Consequently, 
transport costs are apt to be high. Coal, therefore, tends to be 
inadequate as a source of power in areas that lack coal deposits. 

Certain areas in northern Norway and Finland suffer from a 
chronic shortage of power. Industrial progress in the inland por- 
tions of India and Pakistan is hindered by the need to draw on 
high-cost power sources. Large areas in north and central Africa 
—including the Sudan, French West Africa, Libya and Algeria— 
are remote from coal, oil and hydro resources. South America, 
too, abounds with potential sites for atomic reactors. In Brazil 
the industrial region north of the Volta Redonda offers an ex- 
ceptionally attractive possibility for development. Despite a 
general abundance of hydroelectric power in central and southern 
Chile, the northern section of that country lacks adequate power 
resources. The many mining installations in landlocked Bolivia 
are in need of adequate power supplies. Paraguay has such an 
acute power shortage that the railroad trains chug along behind 
wood-burning locomotives. 

The capital cost of these reactors may well provide a problem 
for many overseas nations since it would mean for them a severe 
drain on scarce dollar exchange. But if current international 
conflicts are largely resolved and the United States makes the 
modifications in the Atomic Energy Act which are necessary for 
any private development in this field, the financial problem is 
not likely to be insuperable. This is precisely the kind of project 
that large lending institutions—such as the Export-Import Bank 
and the International Bank for Reconstruction and Develop- 
ment—should find attractive. 
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To reassure those who fear we might be sacrificing our single 
great weapon against possible aggression, it might be pointed out 
that information about atomic reactors of the type mentioned 
here does not involve any of our delicate military secrets. 


U.S. Prosperity 

There are Cassandras in our midst who assert that the United 
States economy can prosper only if war or the threat of war is 
imminent. These prophets of doom and gloom point out that 
the very phrase “peace scare” often heard in financial circles is 
proof that their doleful outlook is correct. They point out that 
despite pump-priming, deficit financing and the whole arsenal 
of antidepression weapons used by the New Deal, unemployment 
averaged 9.4 million in 1939—a figure equal to 17.2 percent of 
the total civilian labor force. 

Our most trusted overseas allies are too gracious to say that our 
prosperity is doomed if the war threat recedes. In its March 28, 
1953 issue, The Economist (London) had a special section called 
“If America Slumps.” This section pointed out vividly—after 
examining our crash, slump and pause, respectively, in 1929, 
1937 and 1949—that a tremor in this nation is an earthquake 
overseas. The Economist emphasized that it was not predicting 
an American business slide downward—it was just saying “IF...” 

While it would be fatuous to assert that the business cycle is a 
thing of the past, it would be equally misleading not to realize 
that today the American economy is different. The population 
increase and the rise in family formation have astounded the 
most competent demographers. Consumers now have $269 billion 
in liquid assets—an amount far in excess of any previous level. 
And this reserve has been accumulated despite the highest level 
of consumer spending and taxation in our history. 

The farmers, too, are more secure than ever before. Parity sup- 
3 Richard W. Everett, “Market for ‘Package’ Nuclear Power,” Nucleonics, Vol. 11, 


No. 4 (April 1953), pp. 32-33; and Howard C. Gary, “Foreign Market for 
‘Package’ Nuclear Power,” sbid., Vol. 11, No. 5 (May 1953), pp. 14-15. 
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ports protect income on basic crops. As a result of several years 
of high farm income—even after allowing for price increases, farm 
income in recent periods has often soared to more than twice the 
1939 level—agricultural debt is no longer the crushing burden it 
was in the 1920's. Despite the recent decline in agricultural prices, 
the farm sector of our population no longer has to fear a period 
of crushing economic reverses such as followed World War I. 

Business, too, is now in a different position. During recent 
years expenditures for new plant and equipment have hovered 
around the $25 billion mark. This is five times the level of these 
investments in 1939. And according to surveys of businessmen’s 
plans for the next three years no real letdown in private capital 
outlay is anticipated. When the need for expanding capacity is no 
longer so urgent, business managers have indicated that they plan 
to spend huge sums to modernize existing productive facilities. 

A large section of American industry has been plowing back 
4 cents and 5 cents of every sales dollar into research. When the 
frenzied need to meet military targets becomes less intense, it 
will be possible to begin marketing a host of new products. Color 
television may soon leap from the laboratory to the living room. 
Automobiles with plastic bodies will be produced this year by 
Kaiser and Chevrolet. Aluminum engine blocks may be a reality 
in a few years. So rapidly, for example, does research advance in 
the ethical drug industry that there is not an expert in the field 
who would dare to predict what the sales leaders will be five years 
hence. 

The relation of the government to the national economy has 
also profoundly changed, and it does not matter, in this respect, 
whether Republicans or Democrats are in office. No political 
leaders would tolerate any but very modest increases in un- 
employment. We have today an accurate inventory of our nation’s 
need for highways, bridges, dams, schools and hospitals. If na- 
tional income begins to sag, the men now seeking to balance the 
budget would proceed to initiate huge programs of public ex- 
penditure that would keep a floor under national income. 
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The United States must be prepared to generate its own pros- 
perity. So heavily endowed are we with basic resources and so vast 
is our domestic market that both imports and exports amount to 
less than 5 percent of the total value of goods and services pro- 
duced at home each year. This does not mean that we can go it 
alone. Tin, copper and our morning cup of coffee, to mention 
only a few items, come from abroad. And many key industries— 
agricultural machinery, machine tools and textile machinery— 
export as much as 20-25 percent of total production. But on the 
whole our prosperity depends in decisive degree on high levels of 
domestic demand. It would be correct to carry this further and 
say that world prosperity depends on the maintenance of brisk 
demand in this country. It has been truly said that “when the 
American economy catches a cold, the world economy gets 


pneumonia.” 


Test and Opportunities 

The peace that we hope to achieve in Europe and Asia will not 
of itself solve our economic problems. Indeed, as suggested above, 
many new problems will come to the fore. But that is all to the 
good. Without the pitiless spotlight of frank and open discussion, 
economic difficulties would become even more acute. 

The period ahead is certain to abound in economic crises. 
There will be tests and challenges. But there will also be oppor- 
tunities. If there is a period of peace, for the first time in almost 
15 years government officials and economists will be able to devote 
their energies and skills to the tasks of creating an economy capa- 
ble of generating ever higher standards of living for the whole 


world. 
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THIS DISCUSSION GUIDE IS A NEW FEATURE Of the Headline Series. 
We hope it will be useful in helping the reader to reach his own 
conclusions regarding the difficult and complex problems of 
American foreign policy. It is designed for further individual 
study, for group discussion, for classroom use. 

You will find discussion topics, reading references, and sugges- 
tions for visual aids arranged for eight weekly meetings. These 
can be contracted or expanded according to the time at your dis- 
posal and the special interests of those who are participating in 
the discussion. 

The main thing is that after you have read pamphlets and 
articles, seen films, and talked these controversial issues over with 
your family, friends, business associates or fellow-students, you 
and you ALONE make up your own mind as to what you think 
and what you would like to have the United States do in world 
affairs. That is both your duty and your privilege as a citizen in 
a free democratic society. 

If you need any help or guidance to set up a discussion group 
or organize the special project suggested at the end of this discus- 
sion outline, write to Dorothy B. Robins, Special Programs Direc- 
tor, Foreign Policy Association, 345 East 46th Street, New York 17, 


New York. 
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Reading and film suggestions for aid to general discussion:1 

Weir, Ernest T., “Notes on the Foreign Situation Based on a Trip Abroad.” June 19, 
1953. Pamphlet sent free by the author, 2800 Grant Building, Pittsburgh 19, Pa. 

A Time for Greatness. Film, 27 min., sound, b&w; rev. ed. 1953; produced by the 
American Friends Service Committee. Distributed by Association Films; rental 
$3.00. Discussion guide. Based on the 64-page pamphlet “Steps to Peace—A 
Quaker View of U.S. Foreign Policy.” The film expresses moral concern over 
the present dependence on military force, the need for patient and persistent 
negotiation, and the necessity of a re-evaluation of United States foreign policy. 


Discussion Questions 


1. The Future of Germany 

West Germany has restored its war-devastated economy with 
striking rapidity. Under Chancellor Konrad Adenauer, who won 
an impressive victory in the elections of September 6, 1953, this 
nation has begun to play a leading role in the various moves to 
create the European Defense Community (EDC). Some observers 
believe that unless France soon resumes the key part it once played 
in Europe, Germany will become the decisive factor on the Con- 
tinent and, from the Continent, will also exercise influence on 
European possessions in Africa. 

Recognizing the new strength of West Germany, some Ameri- 
cans believe we should make it the foundation stone of United 
States military policy in Europe and help to rearm the Germans 
whether or not EDC is created. Others wonder whether Germany 
has really accepted democracy or whether, once it has been re- 
armed, it may not again turn to dictatorship and aggression. Still 
others believe that the Germans, whatever their political views, 
will put unification of East and West Germany ahead of military 
cooperation with the West. Meanwhile, Chancellor Adenauer has 
expressed the view that Germany should give Russia assurances 
that its security would not be endangered by the EDC. And some 
Germans are not eager to give up the advantages of trade they 
now enjoy in their country which, unlike other Western nations, 
is at present free from the burdens of rearmament. 


What should be United States policy toward Germany? 


1 All films listed are 16 millimeter with sound. 
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Why are we interested in the future of Germany? Do you think 
the United States should urge the unification of Germany? What 
conditions would you favor for unification: all-German elections? 
the withdrawal of Russian troops from East Germany? the with- 
drawal of all foreign troops from both parts of Germany? 

Would you be in favor of helping to rearm West Germany even 
if there is no EDC? Do you think the United States should make 
a military alliance with West Germany? Should Washington insist 
that a reunited Germany join a Western coalition to oppose 
Russia? 

Why do the Russians fear German rearmament? Why do the 
French? Are Russia’s fears about the military revival of Germany 
genuine, or are they mere propaganda? If they are genuine, should 
we do something to calm down these fears? 

What position do you think the United States should take about 
the German territories acquired by Russia and Poland at the end 
of World War II? Should we insist that all of these territories be 
returned to Germany, or only some? And if only some, then which 
territories and why? Should the future of these territories be de- 
cided by negotiations, or should the Germans be allowed or en- 
couraged to use force for this purpose? 

How does Austria fit into the problem of Germany? Is the 
future of Austria, in your opinion, linked to Big Four decisions 
on Germany, or can an Austrian peace treaty be negotiated sepa- 
rately? Do you believe that Austria, once Allied occupation is over, 
can exist as an independent nation, or do you think that attempts 
will be made, as after World War I, to form an Austro-German 


union (Anschluss)? 
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READING SUGGESTIONS 

Adenauer, Konrad, “Germany and Europe.” Foreign Affairs, April 1953. 

Bidwell, P. D., “How Strong Is the New Germany?” Yale Review, June 1953. 

“Coming Up in Austria: 259th Try for a Treaty.” U.S. News and World Report, 
May 15, 1953. 

Lichtheim, George, “Germany, Center of the ‘Peace Offensive’; Is an East-West Settle- 
ment Possible?” Commentary, June 1953. 
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Lippmann, Walter, “Showdown in Germany.” Look, May 19, 1953. 

McCloy, John J., “New Tasks for Diplomacy; Excerpts from the Godkin Lectures, 
1952.” Life, March 30, 1953. 

Neumann, Sigmund, “The German Elections—Meaning and Impact.” Foreign Policy 
Bulletin, August 15, 1953. 

“The Austrian Treaty: A Case Study of Soviet Tactics.” Background, May 1953. 
Department of State Publication 5012. Washington, U.S. Government Printing 


Office. 
Warburg, James P., “France, Germany, and NATO: An Analysis and a Proposal.” 
Pamphlet. New York, Current Affairs Press, 1952. 


VISUAL AIDS 

Germany Today. 25 min. Produced by March of Time TV in 1953. Distributed by 
McGraw-Hill. Surveys the industrial and rebuilding programs of West Germany. 
The film gives detailed coverage of the East German frontier and points to the 
growing tension between East and West Germany. 

Vienna Today. 25 min. Produced by March of Time TV in 1953. Distributed by 
McGraw-Hill. Depicts the four-power occupation of Vienna with the tension and 
intrigue resultant, high living cost, undercover political activity and black market 
operations. Russia’s refusal to sign a formal treaty to free Austria of occupation 
is portrayed. 

2. The Future of Eastern Europe 

The non-Communist world hopes that the countries of Eastern 
Europe now under the rule of the U.S.S.R. will recover their 
independence. At the same time it is recognized that, on the one 
hand, Eastern Europe had suffered before 1939 from economic 
pressures and military aggression and, on the other hand, that the 
Russian people, as Secretary of State Dulles put it in his Septem- 
ber 17 speech to the United Nations General Assembly, want “to 
have close neighbors who are friendly.” It is also recognized that 
each of the nations of Eastern Europe, taken alone, is not strong 
enough economically and militarily to withstand the two great 
powers of that area, Germany and Russia. 

How do you think these various conflicting interests could be 
reconciled? 

During the 1952 Presidential election campaign some Repub- 
lican spokesmen referred to the “liberation” of Eastern Europe. 
Do you favor liberation of the peoples of Poland, Czechoslovakia, 
Hungary and other Russian satellites by military force or by 
undermining Communist rule through propaganda and other 
nonmilitary methods, or both? Or would you think it best to let 


55 








Tears . 


HIE CAtP ARI Ff THe APS Ss 


te ea SS & 





change come in those countries without direct outside inter- 
vention? Can Russia be expected to disinterest itself entirely in 
the affairs of Eastern Europe? 

If these countries recover their independence, what measures 
could be taken to protect them against pressure or aggression by 
Germany and/or Russia in the future? Do you think the United 
States should offer guarantees to Russia against aggression as 
suggested by Sir Winston Churchill and Maurice Schumann of 
France? Could an international commission, perhaps created 
under the auspices of the United Nations, be made responsible 
for the defense of this area, which has again and again been a 
battleground of East and West? 

What alternative to Russian domination offers prospects of 
democracy and progress in Eastern Europe? What non-Communist 
political leadership is available? 


DISCUSSION AIDS 


READING SUGGESTIONS 

“Crisis in East Europe.” Business Week, July 18, 1953. 

Gayn, Mark, “Satellite Story: Behind East Europe’s Unrest.” The Nation, July 4, 1953. 

Nagorski, Zygmunt, Jr., “NATO and the Captive Countries.” The Annals of the 
American Academy of Social Science, July 1953. 


3. The Saar and Trieste 


Two bones of contention in Europe—the Saar, at issue between 
France and Germany, and Trieste, at issue between Italy and 
Yugoslavia—are not directly involved in proposed negotiations 
between the West and the U.S.S.R. However, they are a part of 
the over-all diplomatic picture, because what happens about the 
Saar and Trieste will affect East-West relations on the European 
continent. 

The Saar is regarded by both France and Germany as a test of 
their respective sincerity about cooperation in Western Europe. 
Trieste is regarded by both Italy and Yugoslavia as a test not 
only of their respective intentions but also of the attitude of the 
West toward the Christian Democratic government in Rome and 
the Communist government of Marshal Tito in Belgrade. 
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How would you decide these issues? 

Whose claims about the Saar would you support—those of 
Germany or those of France? What are the economic and strategic 
issues at stake? If you were making a decision on behalf of the 
United States, would you favor the continuance of present eco- 
nomic union between France and the Saar? Or integration of the 
Saar into West Germany? Or, as some have suggested, “Europeani- 
zation” of the Saar, which would remove it from the arena of 
Franco-German conflict? 

Do you think Italy or Yugoslavia has the most justifiable claims 
to the Free Territory of Trieste, as a whole or parts of it? What 
are the economic and strategic issues at stake? 


DISCUSSION AIDS 
READING SUGGESTIONS 
Mangone, Gerard J., “Renewed Struggle for Trieste.”” Foreign Policy Bulletin, October 


15, 1953. 

Neumann, Sigmund, “The Saar and European Unity.” Foreign Policy Bulletin, Feb- 
ruary 1, 1953. 

“The Future of the Saar.”” The World Today, Chatham House Review (London), 
May 1953. 


“Trieste, Trouble Spot.” Time, August 3, 1953. 


4. The Future of Korea 


The defense of South Korea against aggression by North Korea 
and Communist China has imposed a heavy cost on the United 
States in terms of men, materials and money. This cost has been 
justified by the success of the first effort at collective security under 
the sponsorship of the United Nations. Now the question is what 
can be done to prevent further aggression, not only in Korea, but 
in other sectors of Asia where Communist Chinese forces released 
by the Korean truce might be used; to create a stable situation in 
Korea; and to rehabilitate the war-shattered economy of South 
Korea. The United States has suggested the possibility that, fol- 
lowing free elections, a unified Korea might be neutralized and 
its security might be guaranteed by the United Nations. 

Should the United States insist on the unification of Korea? 

Can this unification be achieved except under the rule of Dr. 
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Sygman Rhee? Would unification under these circumstances be 
acceptable to North Korea and Communist China? If not, should 
the United States accept the present division of Korea for the 
time being; or, if the proposed Korean conference is not held or 
ends in a draw, should the United States help Dr. Rhee to march 
to the Yalu River and occupy all of Korea, even if this involves 
the risk of renewed, and perhaps expanded, war with Communist 
China? Or should the United States press for neutralization of a 
unified Korea under an international guarantee? What would be 
Dr. Rhee’s reaction to such a proposal? 


DISCUSSION AIDS 

READING SUGGESTIONS 

Dean, Vera M., “A Tide in the Affairs of Men.” Foreign Policy Bulletin, July 15, 1953. 

Dulles, John Foster, “Political Conference on Korea, Press Conference Remarks.” 
State Department Bulletin, June 29, 1953. 

“The Far Eastern Peace Conference.” The University of Chicago Roundtable, August 
16, 1953. 10¢. 

“The Korean Peace Conference.” The University of Chicago Roundtable, September 6, 
1953. 10¢. 

Rosenthal, A. M., “After Korea, What?” United Nations World, August 1953 

Wade, W. W., “After the Truce.” Foreign Policy Bulletin, August 15, 1953. 


VISUAL AIDS 

Thunder in the East. 11 min. sound, b&w; produced by National Film Board of 
Canada, 1950. Rental $1.50. “A presentation of the issues which precipitated the 
Korean conflict and a survey of Asia’s struggle for nationhood.” 


5. Korea, China and Japan 


The United States has taken the position that at the conference 
scheduled to be held 90 days following the conclusion of the truce 
there should be only one question on the agenda—Korea. Some 
people, both in the United States and in other countries which 
took part in the United Nations defense of Korea, believe that it 
will be difficult, if not impossible, to negotiate about Korea alone. 
They contend that even if the agenda is strictly limited to Korea, 
the related issues of the war in Indochina and Malaya, the future 
relations of the United States with Communist China, the status 
of Formosa, and economic relations between mainland China and 
Japan will be hovering in the wings. 
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Do you think it will prove possible to limit the proposed con- 
ference to Korea? 


If you do, should a second conference, which would deal with 
related issues, be scheduled to follow soon after the Korean nego- 
tiations? What role should India play in such a conference? Or 
should questions about Communist China, Formosa and Japan 
be allowed to rest for a while until we know more about the 
intentions of Moscow and Peiping? 

Are you for or against the seating of Peiping in the UN if the 
war is over and Chinese troops have been withdrawn from Korea? 
Should we prevent Japan from trading with mainland China, or 
permit such trade? What measures should we take to win the war 
in Indochina? Should we send American troops? Should we urge 
France to speed up independence for the Indochinese? Should the 
Indochina war be submitted to the UN? Do you believe we should 
try to win Communist China away from Russia? If so, how should 
we do this? 

What do you regard as Russia’s legitimate interests in the Far 
East? What are the legitimate interests of the United States? 


DISCUSSION AIDS 

READING SUGGESTIONS 

Cleveland, Harlan, “The Closed Door in China—An Editorial.” The Reporter, 
September 1953. 

Dean, Vera M., “Indochina: Independence or Communism?” Foreign Policy Bulletin, 
June 1, 1953. 

Durdin, Tillman, and Smith, Robert Aura, “China and the World.” Headline Series 
No. 99. New York, Foreign Policy Association, May-June 1953. 

Fisher, Harold H., and Smith, Robert Aura, “What Should the New Administration 
Do in Asia?” Foreign Policy Bulletin, December 15, 1953. 

Steiner, H. Arthur, “The United States and the Two Chinas.” Far Eastern Survey, 
May 1953. 

Stevenson, Adlai, ‘Ballots and Bullets.” Look, June 2, 1953. 


VISUAL AIDS 

Japan and Democracy. 18 min., sound, b&w; produced by March of Time, 1952. 
Distributed by McGraw-Hill. “Depicts the life in occupied Japan, the work of 
General MacArthur and the U.S. administration there and the problems now 
confronting the Japanese government.” 

Understanding the Chinese. 10 min., sound, color; produced by Associated Film Artists, 
1951. “Photographed by Karl Robinson, produced for teaching purposes by Muri 
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Deusing, Milwaukee Public Museum. An overview of the contribution and 
significance of the culture of the Chinese people as well as a picture of present- 


day life in China.” 


6. Formosa 

Few issues in world affairs have so aroused the American people 
as the victory of the Communists in China and the withdrawal of 
Generalissimo Chiang Kai-shek to Formosa. Many Americans have 
felt that the United States “lost’’ China not merely through the 
actions of the Communists or of Chiang’s Chinese Nationalists 
but through acts of omission or commission by various Americans. 

American recognition of the Peiping regime has been vigorously 
opposed, not only after the Chinese Communists entered the Ko- 
rean war but also before. At the same time the United States has 
given military and economic aid to the Chiang government on 
Formosa. Under existing circumstances it is difficult for the Ameri- 
can government to recognize Peiping, acquiesce in its admission 
to represent China in the UN, or negotiate about Formosa. Yet 
some American experts have asked whether the United States 
might not eventually acknowledge the existence of “two Chinas.” 

What position do you take on these highly controversial ques- 
tions? 

Do you think the United States should help Chiang to return 
to the China mainland? If so what would be the scope and char- 
acter of the aid involved? If not, should the United States estab- 
lish diplomatic relations with Peiping, or follow a nonrecognition 
policy for the time being? What conditions would you set for 
recognition? Do you think American nonrecognition strengthens 
or weakens the ties between Russia and Communist China? 

Is it possible, in your opinion, for us to deal with “two Chinas’’? 
Should the United States suggest Formosa as an item for East- 
West negotiations? 


DISCUSSION AIDS 


READING SUGGESTIONS 
Ravenholt, Albert, “Formosa Today.” Foreign Affairs, July 1952. 
Smith, Robert Aura, “The Rebirth of Formosa,” in Durdin, Tillman and Smith, R. A., 
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“China and the World,” Headline Series No. 99. New York, Foreign Policy Asso- 
ciation, May-June 1953. 

Stevenson, Adlai, “Report by Adlai Stevenson.” Look, May 19, 1953. 

Taylor, G. E., ‘New Look at Formosa.” Atlantic Monthly, April 1953. 


VISUAL AIDS 

Formosa. 18 min., sound, b&w; produced by March of Time, 1952. Distributed by 
McGraw-Hiil. “An account of the work that the United States is doing in 
Formosa to support Chiang Kai-shek’s Nationalist government and army in exile 
and build up the living standards and morale of the native islanders.” 


7. East-West Trade 

To trade or not to trade? This has been an important contro- 
versy in East-West relations. 

Some Americans believe that we and our allies should maintain 
a complete blockade on trade with the Communist nations. Others 
—and many Europeans and Asians agree with them—contend that 
a clear-cut distinction should be made between strategic goods, 
which should be forbidden, and nonstrategic goods, which should 
be permitted for the sake of helping the economies of the non- 
Communist countries. An easing of existing restrictions on East- 
West trade might be an item on the agenda of such negotiations 
as may take place. 

Where do you stand on this question? 

Do you favor trade with Communist countries in nonstrategic 
goods? Or do you believe a watertight blockade is essential to 
safeguard our security and that of our allies? Are we doing our 
side more harm than good by throwing Russia and China on their 
own resources? Or are we helping to undermine their economies 
and thereby their military strength? 

If we continue to restrict East-West trade, what alternative 
outlets for exports can we offer to the non-Communist countries? 
Will this necessitate an increase in our own imports? Or the with- 
drawal from world markets of some of our exporters who compete 
with the exporters of countries friendly to us? 


DISCUSSION AIDS 


READING SUGGESTIONS 
Battle, Hon. Laurie C., “Progress in the Control of Strategic Exports to the Soviet 
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Bloc; Report for the Committee on Foreign Affairs.” Available from the Com- 
mittee on Foreign Affairs, House of Representatives, Washington 25, D.C., free. 

Pierson, Warren Lee, “Europe and East-West Trade.” Foreign Policy Bulletin, 
August 1, 1953. 


8. Trade and/or Aid 

Politics and military strategy are of paramount importance in 
negotiations between opposing camps; but so are economics. 
Economic factors—raw materials, trade, foreign investments, tariffs 
—may make or break political and strategic arrangements. 

The future of world trade is of crucial importance to every 
nation. The industrial countries wonder whether they will find 
markets for their manufactured goods. If not, the wheels of indus- 
try will slow down, bringing back the specter of unemployment. 
The underindustrialized countries wonder whether they will find 
markets for their raw materials at prices that would enable them 
to buy equipment needed for their economic development. And 
all nations watch the United States for indications of the trade 
policy the greatest economic power of our times will follow in 
the future. 

Do you think the United States could ease international tensions 
by making changes in its trade policy? 

If you do, what changes would you make? Lower tariffs? Intro- 
duce free trade? Give more government aid to underdeveloped 
countries? Encourage private investments in such countries while 
reducing government aid? Work more through United Nations 
technical agencies? Give all aid directly on a nation-to-nation 
basis, even though this sometimes creates political problems? Is 
the United States the only country which restricts imports? 

Would changes in American economic policy help us to meet 
the challenge of Russia? Would they improve our relations with 
the non-Communist world? What changes in the economic policies 
of other nations could the United States ask in return? 

What connections do you see between domestic and foreign 
economic policies? Why does our production of such goods as 
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wheat, cotton, tobacco create problems for us in world affairs? 
Is it good business for us to help other countries which may some 
day compete with us? If so, why? 

What is your opinion? Is the truce in Korea causing a recession 
in this country? If so, what measures of foreign policy can we take 
to guard against a recession? 


DISCUSSION AIDS 
READING SUGGESTIONS 
Altschul, Frank, “America’s New Economic Role.” Foreign Affairs, April 1953. 
“Free Trade Is Inevitable.” Fortune, March 1953. 
Lamb, Beatrice Pitney, ““Trade—and Aid.” Public Affairs Pamphlet No. 195, April 1953. 
Thorp, Willard L., “The Problem of Our Trade Balance.” Foreign Affairs, April 1953. 


VISUAL AIDS 

Stuff for Stuff. 19 min., sound, b&w; produced by Phil Ragan, 1950. Distributed by 
International Film Bureau, rental $4.00. “Complicated economic ideas are dis- 
sected by the lucid use of animated maps and live photography. The transition 
from primitive food-gathering to the complexity and interdependence of present- 
day international exchange is portrayed.” 


School Project 


The high school international relations club or social studies 
class may sponsor a school assembly program on “Problems of 
East-West Settlement.’ A mock radio or television program can 
be planned in the manner of ‘“‘Meet the Press.” Three students, 
posing as newspaper writers, can put questions, under the guid- 
ance of another student as moderator, to a student impersonating 
the Secretary of State on United States policies at the coming con- 
ferences on Far Eastern and European affairs. The questions 
should be carefully planned to bring out the major issues. The 
meeting must be dignified but provocative. 

Once such a school presentation has been successfully given, 
the program, with the students carrying on in the same roles, may 
be offered to local men’s and women’s organizations, church young 
adult meetings, etc. In such instances, general discussion sessions 


may follow the performance. 
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